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Public Law 89-243
AN ACT
To provide an extension of the interest equalization tax, and for other purposes.

Be it enacted by the Senate and House o { Representatives of the
United States of America in Congress assembled,

SECTION 1. SHORT TITLE, ETC.

(a) Smorr TimLe.—This Act may be cited as the “Interest Equal-
ization Tax Extension Act of 1965".

(b) AmexpmeENT OF 1954 Cope—Except as otherwise expressly
provided, whenever in this Act an amendment is expressed in terms of
an amendment to a section or other provision, the reference is to a
section or other provision of the Internal Revenue Code of 1954.

SEC. 2. EXTENSION OF INTEREST EQUALIZATION TAX.

Section 4911(d} is amended by striking out “December 31, 1965”
and inserting in lieu thereof “July 31, 1967”.

SEC. 3. IMPOSITION OF TAX WITH RESPECT TO DEBT OBLIGATIONS
HAVING MATURITY OF 1 TO 3 YEARS,

(a) Inrposrrion oF Tax.—The following provisions are amended by
striking out “3 years” each place it appears and inserting in lieu
thereof “1 year”—

51} section 4911 (a; :

2) section 4914 (e {3 D; :
(3) section 491429) 3) (E) (ii) ; and
(4) section 4920(a)(7) (B) (iv).

(b) Asount or Tax.—Section 4911(b) (2) is amended by striking
from the table the line reading

“At least 3 years, but less than 3% years_._____________________ 2.75 percent”

and inserting in lieu thereof the following:

“At least 1 year, but less than 114 years_ . ______ 1.05 percent
At least 114 years, but less than 1% years 1.30 percent
At least 114 years, but less than 13 years = - 1.50 percent
At least 1% years, but less than 214 years 1.85 percent
At least 214 years, but less than 2% years 2.30 percent
At least 23, years, but less than 314 years at s — 275 percent”.

(e) ErrecTive DaTE—

(1) GeneraL RULE—Except as provided by paragraphs (2),
(3), and (4), the amendments e by subsections (a) and (b)
shall apply with respect to acquisitions of debt obligations, and
designations described in section 4914(e) (3) (D) or 4914(e) (3)
(E) (ii) of the Internal Revenue Code of 1954, made after
February 10, 1965.

(2) PREEXISTING cOMMITMENTS—Such amendments shall not
apply to an acquisition—

(bA) made pursuant to an obligation to acquire which on
February 10, 1965—
(i) was unconditional, or
(i1) was subject only to conditions contained in a for-
mal contract under which partial performance had
occurred ; or
_ (B) asto which on or before February 10, 1965, the acquir-
ing United States person (or, in a case where 2 or more
United States persons are making acquisitions as part of
a single transaction, a majority in interest of such persons)
had taken every action to signify approval of the acquisition
under the procedures ordinarily employed by such person
(or persons) in similar transactions and had sent or deposited
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for delivery to the foreign person from whom the acquisition
was made written evidence of such sgpmval in the form of
a commitment letter, memorandum of terms, draft purchase
contract, or other document setting forth, or referring to a
document sent by the foreign person from whom the acquisi-
tion was made which set forth, the principal terms of such
acquisition, subject only to the execution of formal documents
evidencing the acquisition and to customary closing condi-
tions.

(3) PusLic orFERINGS.—Such amendments shall not apply to
an achisition of debt obligations made on or before Aprify 12,

1965, 11—

(A) a registration statement (within the meaning of the

Securities Act of 1933) was in effect with respect to the debt 1 gas 7%

obligﬂ.tion acquired at the time of its acquisition; ;
(B) the registration statement was first filed with the

Securities and Exchange Commission on February 10, 1965,

or within 90 days before that date; and
(C) no amendment was filed with the Securities and Ex-

change Commission after February 10, 1965, and before the

acquisition which had the effect of increasing the aggregate

face amount of the debt obligations covered by the registra-

tion statement.

(4) Forecrosures.—Such amendments shall not apply to an
acquisition of debt obligations as a result of a foreclesure by a
creditor pursuant to the terms of an instrument held by such
creditor on February 10, 1965,

(d) RETURNS.—

(1) Firsr reTURN PERIOD.—Notwithstanding any provision of
section 6011 (d) (1) of the Internal Revenue Code of 1954, the first i 63:13{
period for which returns shall be made under such section 6011 :
(d) (1) with respect to acquisitions made subject to tax by this
section shall be the period commencing February 11, 1965, and
ending at the close of the calendar quarter in which the enactment
of this Act occurs.

(2) TiME FOR FILING FIRST RmnNs.—Notwithstandi;}F any
provision of section 6076 of the Internal Revenue Code of 1954, 26 VUSC 6o76.
the first return with respect to acquisitions made subject to tax by
this section shall be filed on or before the last day of the first
month following the close of the calendar quarter in which the
enactment of this Act occurs, or at such later time as may be pro-
vided in regulations prescribed by the Secretary or his delegate.

(e) CoNFORMING AMENDMENTS.—

(I)dEﬁ'ective as provided in paragraph (2), section 4931 is 26 USC 4e31,
amen

(A) by striking out subsection (c¢) and redesignating sub-
sections (d) and (e) as subsections (¢) and (d), respectively;

(B) by striking out “subsection (b) or (c)” each place it
appears 1n subsection (a) and inserting in lieu thereof “sub-
section (b)”;

(C) by striking out , and the tax imposed under subsec-
tion (c),” each place it a rs in the subsection herein
redesignated as subsection (¢); and

(D) by striking out “3 Yrars” in the heading to subsection
(b) and inserting in lieu thereof “1 Yrar”.

(2) Executive Order 11198, issued February 10, 1965, shall not 30 F. R. 1929,
be affected by the amendments made by this section and shall
continue to apply as though such amendments had not been made.
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The amendments made by this subsection shall take effect only
at such time as may be provided in a modification hereafter made
(in accordance with section 4931 of the Internal Revenue Code of
1954) in such Executive order.

SEC. 4. OTHER AMENDMENTS.
(a) Cerrarny Exrorr LEssEs.—

(1) Section 4914 (c) is amended by redesignating %aragra h 1sﬁ)
as paragraph (7) and by inserting after paragraph (5) the fol-
lowing new paragraph:

“(6) CerTaIN EXPORT LEASES.—The tax imposed by section 4911
shall not apply to the acquisition from a foreign obligor by a
United States person of a debt obligation of such obligor arising
out of a lease of personal property to such obligor by such United
States person if—

(A) at least 30 percent of the value of the property subjsct
to the lease, or 60 percent of the actual value of trife ebt obli-
gation arising out of such lease, is attributable to the use
of tangible personal property which was manufactured, pro-
duced, grown, or extracted in the United States by such
United States person (or by one or more includible corpora-
tions in an affiliated group, as defined in section 1504, of which
such person is a memberg, or to the performance of services
pursuant to the terms of the lease by such United States per-
son (or by one or more such corporations) with respect to
such I;narsona,l property, or to both, and

“(B) at least 50 percent of the value of the property subject
to lease, or 100 percent of the actual value of the debt obliga-
tion arising out of such lease, is attributable to the use of tan-
gible personal property which was manufactured, produced,
grown, or extracted in the United States, or to the perform-
ance of services pursuant to the terms of the lease by United
States persons, or to both.”

- (122, Section 4914 (b) (6) is amended by inserting “or lease™ after
“sale”.
(3) Section 4914(j) (1) is amended—
by striking out “or (5)” in subparagraph (A) and
inserting in lieu thereof “(5), or (6)”;

(B) by striking out “or (5)” in subparagraph (D) and in-
serting in lieu thereof “(5), or (6)”; and

(C) by striking out “or (3)" in clause (iii) in subpara-
rraph (K) and inserting in lieu thereof “(3), or (6)” and by
mserting after the WOI"T
lease”.

(4) Paragraph (1) of the subsection of section 4931 redesig-
nated as subsection (¢) by section 3(e) of this Act is amended—

(A) by inserting “or lease” after “sale” each place it ap-
pears;

(B) by inserting after “loan” in subparagraph (A) the fol-
lowing: %, amount paid, or other consideration given to ac-
quire such debt obligation™; )

(C) by inserting “or leasing” after “selling” in subpara-
graph (B); and

(D) adding at the end of such paragraph (after and
below subparagraph (B)) the following new sentence:

“For purposes of the preceding sentence, the acquisition by a
wholly-owned subsidiary of a commercial bank of a debt obli-
eation arising out of a lease made by such subsidiary shall be
treated as the acquisition of a debt obligation by a commercial
bank.”

“sale” in such clause the words “or
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(b) ?awg oF FoxmtiN B;ztazircnns.—— & i
1) Section 4914(g) (1) is amended— w813,
by strikgng out “or” at the end of subpamgraph Ay | TR
(B) by striking out the period at the end of subparagraph
(B) and inserting in lieu thereof “; or”; and
(C) by adding at the end thereof the following new sub-
paragraph:
e (%) as part or all of the purchase price in a sale by such
United States person of substantially all of the assets of a
branch of such United States person located outside the
United States.”

g2) Section 4914 (g) (2) is amended to read as follows:

“(2) Lamrrarrons—Subparagraphs (A) and (B) of paragraph
(1) shall not apply to the acquisition of a debt obligation if any
of the stock sold or surrendered in connection with its acquisition
was originally acquired with the intent to sell or surrender. Sub-
paragraph (CY) of paragraph (1) shall not apply to the acquisition
of a debt obligation if any of the assets soldp lgad been transferred
to the branch for the purpose of sale (other than sale in the ordi-
nary course of its trade or business).”

(3) The heading of section 4914(g) is amended by inserting
“or Sark or Foreray Braxcu” after “Supsmrary”,

€4) Section 4914 (b) (10) is amended to read as follows:

“(10) ACQUISITIONS OF DEBT OBLIGATIONS ON SALE OR LIQUIDATION
OF WHOLLY OWNED FOREIGN SUBSIDIARIES OR SALE OF FOREIGN
praNcHES—Of debt obligations acquired in connection with the
sale or liquidation of a wholly owned forecilgn corporation or the
sale of a foreign branch, to the extent provided in subsection (g).”

(e) ConsrrucTION LoOANS.—

(1& Section 4914 (h) is amended to read as follows:

“(h) Cerrain Desr OsricaTions Securep By UNITED STATES
MorTGAGES, ETC.—

“(1) In ceneranL—The tax imposed by section 4911 shall not 26 USC 4911
apply to the acquisition from a foreign obligor by a United States
person of—

” ;::& a debt obligation of such foreign obligor which is
secured by real property located in the 'gl{:ited tates, to the
extent that such debt obligation—

“(i) isa Eart, of the purchase price of such real prop-
erty (or of such real property and related personal
property), or

“(i1) arises out of a loan made by such United States
person to the foreign obligor the proceeds of which are
concurrently used as part of the purchase price of such
real property (or of such real property and related per-
sonal property); or

“(B) a debt obligation of such foreign obligor which is
secured by real property located in the United States on which
improvements are under construction by the obligor, if such
debt obligation arises out of a loan made by such United
States person all the proceeds of which are used—

(i) to finanee the construction of such improvements,
or

“(ii) to repay all or any part of a loan made to finance
such construction, if the construction loan has qualified
(or would have qualified) under paragraph (2) ?B) and
such repayment occurs within 5 years after such con-
struction loan is made.
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“(2) Lidrrations.—Paragraph (1) shall apply to the acquisi-
tion of a debt obligation only ifp—

“(A) in the case of the sale of property referred to in
paragraph (1) (A)— :

“(i) the seller is a United States person, and

“(i1) at least 25 percent of the purchase price of the
property sold is, at the time of such sale, paid in United
States currency to such United States person by the for-
eign obligor from funds not obtained from United States

ersons for the purpose of purchasing such property; or
“(B) in the case of the construction of improvements
referred to in paragraph (1) (B)—

“(i) at the time any proceeds of the loan out of which
such debt obligation arises are advanced, an amount
equal to at least one-third of the amount of such advance,
plus one-third of the amount of any previous advances
of such proceeds, has been expended for such construc-
tion by the foreign ob iﬁ-or in United States currency
from funds not obtained from United States persons
for the purpose of financing such construction, and

“(ii) not less than 85 percent of the cost of such con-
struction attributable to property or services is attrib-
utable to property grown, extracted, manufactured, or
Eroduced in the [?mhed States, or to services performed

y United States persons, or to both. :

“(3) RELATED PERSONAL PROPERTY.—For purposes of paragraph
(1) (A), the term ‘related personal property’ means personal prop-
erty which is sold in connection with the sale of real property for
use in the operation of such real property.”

(2) Section 4914(b) (11) is amended to read as follows:

“(11) ACQUISITIONS OF CERTAIN DEBT OBLIGATIONS SECURED BY
REAL PROPERTY IN THE UNITED sTATES.—Of debt obligations secured
by real pm;ilert}r in the United States, to the extent provided in
subsection (L).’

(d? StupeENT Loans.—Section 4914(b) is amended by adding at the
end thereof the following new paragraph:

“(13) SrtupenT LoaANs.—Of debt obligations which arise out of

loans to a foreign obligor registered as a full-time student at an

educational institution (as defined in section 151(e)(4)) in the

United States, to the extent that the acquisition by the acquiring

person of such debt obligations with a period remaining to

maturity of 1 year or more from such obligor in any calendar
ear does not exceed $2,500.”

(e) TaxcisLE ProrerTy HELD For PErsonarn Use.—Section 4914 (b)
is amended by adding at the end thereof &after the new pamgmﬁyh
added by subsection (5) of this section) the following new paragraph:

“(14) TANGIBLE PROPERTY HELD FOR PERSONAL UsE—Of debt
obligations arising out of the sale of tangible property located
outside the United States which was held for his personal use by
the person acquiring such obligation.”

(f) Cerrain ForeioN DBrancnes ENcaGep 1IN THE COMMERCIAL
Bankine Business Wurcm Are Memeers oF ForeeN  Srock
ExcraNges.—

(1) Section 4914(b)(2) is amended lg adding at the end
thereof (after and below subparagraph (B)) the following new
sentence :

“Stock or debt obligations acquired by a foreign branch of a
corporation, in connection with its banking business, shall be
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considered debt obligations described in subparagraph (A) of the
preceding sentence 1f—

“(1) such branch is engaged in the commercial banking
business and is also a member of a foreign stock exchange
all the members of which on June 29, 1965, were banks,

“(ii) on July 18, 1963, such branch was so engaged and
was such a member,

“(iii) such stock or debt obligations would not (but for
this sent,ence{ be excludable under the preceding sentence, and

“(iv) at the time of such acquisition, such branch does
not hold stock and debt obligations described in clause (iii)
which have an adjusted basis in exeess of 3 percent of the
deposits of the customers (other than deposits of United
States persons engaged in the commercial banking business
and members of an affiliated group (determined under sec-
tion 48(c) (3) (Cz) of which such a United States person 76 Pl 269.
is a member) of such branch payable in the currency of :
the country in which such branch is located.”

(2) Section 4914(j)(2) is amended by adding at the end 78 Tist- B15.
thereof the following new sentence: “For purposes of this .
chapter, if, after July 18, 1963, a United States person sells or
otherwise (iisposes of stock or a debt obligation to the acquisition
of which the last sentence of subsection (b)(2) aEFlied, such
person shall not, with respect to that stock or debt obligation, be
considered a United States person.”

(3) The amendments made by this subsection shall apply to
acquisitions made after July 18, 1963. -

(g AIN CORRENT DrsieNaTIONS BY INSURANCE COMPANIES.—
Section 4914 (e) (3) (B) is amended to read as follows:

“(B NT DESIGNATIONS TO MAINTAIN FUND.—

“(i) In cENeraL.—To the extent permitted by sub-
ps.ragragh (E), stock of a foreign issuer or a debt obli-
gation of a foreign obligor acquired by an insurance com-
pany after July 18, 1963, may be designated as part of
a fund of assets described in paragraph (2), if such desig-
nation is made before the expiration of 30 days after the
date of such acquisition and the eom]ﬁmy continues to
own the stock or debt obligation until the time the dasiﬁ-
nation is made; except that any such stock or debt obli-
gation acquired before the initial designation of assets
to the fund is actually made as Hrovided in subparagraph
(A) (i) may be designated under this clause at the time
of such initial designation without regard to such 30-day
and continued ownership requirements.

“(i1) CERTAIN DEBT OBLIGATIONS HAVING MATURITY OF
LESS THAN 3 YEARS.—A debt obligation having a period
remaining to maturity (on the date of acquisition) of at
least 1 year but less than 8 years, which is acquired dur-
ing the period beginning February 11, 1965, and ending
on the date of the enactment of the Interest ﬁqualization
Tax Extension Act of 1965, may be designated as part
of a fund of assets described in pa: ph (2) on or
before the 30th day after the date of such enactment
(or at such later time as the Secretary or his delegate
may by regulations prescribe) without regard to the
30-day and continued ownership requirements provided
in clause (i).”
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(h) Acquisitions By CrertaiN Tax-Exempr ORGANIZATIONS.—

§1) Section 4914 (f) is amended by adding at the end thereof
(after and below paragraph (2)) the following new sentence:

“For purposes of this subsection, stock or debt obligations acquired
as a result of the investment or reinvestment of such contributions or
fees which consist of insurance premiums (other than %remiums paid
to a mutual insurance company or association described in section
501(e) (15)) Paid by the members of such local organizations shall
be treated as held exclusively for the benefit of such members if pri-
marily so held, notwithstanding that such stock or debt obligations
may, under certain contingencies, be used for the benefit of other
members of such United States person.”

(2) The amendment made by paragraph (1) shall apply with
respect. to acquisitions of stock and debt obligations made after
July 18, 1963.

(i) ExcLusion ror INvesrmeENTs IN Likss Devernorep CouNTRY
ParrNersaies.—Section 4916 (¢) (1) is amended by adding at the end
thereof the following new sentence : “A foreign partnership, as defined
in section 7701 (a) (2) and (5), the assets and gross income of which,
for the applicable periods set forth in ]garafmph (3), satisfy the re-
quirements of subparagraph (A) or ( } of the first sentence of this
paragraph, shall be treated as a less developed country corporation for
purposes of this section.”

(3) Norice or AcquisitioNn For ExcLusioN oF ORiGINAL or NEW
Issues.—Section 4917 is amended—

(1) by adding at the end of subsection (a) the following new
sentence : “In the case of acquisitions of debt obligations having a
period remaining to maturity of 1 year or more but less than 3
years made during the period beginning February 11, 1965, and
ending with the date of the enactment of the Interest Equalization
Tax Extension Act of 1965, the notice of acquisition may be filed
within such IJ)Jeriod following the date of such enactment as the
Secretary or his delegate may prescribe by regulations.”; and

(2) by adding at the end of such section the following new
subsection :

“(d) RebuctioN oF ExcrusioN 1N CasE or LATE Fiuine oF CERTAIN
Norices or Acquistrion.—I1f, with respect to an acquisition after the
date of the enactment of the Interest E};ualization Tax Extension Act
of 1965 of stock or a debt obligation which is all or part of an original
or new issue to which an Executive order issued under subsection (a)
is applicable (other than an Executive order which is applicable to a
limited ageregate amount of such issues), the notice of acquisition
required by subsection (a) is not filed on or before the last day (includ-
ing extensions of time) specified in the regulations prescribed by the
Secretary or his delegate under such subsection, the exclusion provided
by suchr%xecutiva order shall not apply to 5 percent of such acquisi-
tion for each 30-day period or fraction thereof after such last c‘la.ﬁr
during which such failure continues, except that in no event shall sue
exclusion be reduced under this subsection by more than 25 percent of
such acquisition.”

(k) ConsmeratioNn oF TreaTy Viorartions 1N Connecrion WrirhH
Excrusion ror OriciNar or New Issurs.—Section 4917 is amended
by adding after subsection (d) (as added by subsection (j) of this
section) the following new subsection :

“(e) FuvrmomeNT oF Treary OsricatioNs—In determining
whether to issue an Executive order under subsection (a) with respect
to a foreign country, and in determining whether to revoke or modify
an Executive order issued under subsection (a) with respect to a
foreign country (whether issued before or after the enactment of this
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subsection), the President may take into account whether such foreign
country is according privileges to United States persons in conformity
with treaties of friendship, commerce, and navigation between the
United States and such foreign country.”
(I) Creprr or REFUND FOR SaLEs oF Stock BY DeALERS T0 ForEloN
ONS.—

gl) Section 4919(a) (3) is amended to read as follows:

“(3) Cerrain stock.—Consist of stock—

“(A) acquired by a dealer in the ordinary course of his
business an[zl sold by him on the day of purchase or on either
of the two succeeding business days to—

“(1) persons other than United States persons, or
“%il) another dealer who resells it on the same or the
next business day to persons other than United States
rsons; or
“(11)36) acquired by a dealer in the ordinary course of his
business to cover short sales made by him on the day of pur-
chase or on either of the two preceding business days to—
“(i) persons other than United States persons, or
“(i1) another dealer who resold it on the same or the
next business day to persons other than United States
persons.”
(2) Section 4919(b) (3) is amended by striking out the head-
ing and inserting in lieu thereof “CERTAIN SALES BY DEALERS.—.
(3) Section 4919(b) (3) (B) is amended—

(A) by striking out “with respect to a debt obligation sold
in a transaction” and inserting in lieu thereof “with respect
to a sale”;

(B) by striking out “a debt obligation™ each place it
appears in clauses (i) and (ii) and in the matter which fol-
lgws;, and inserting in lieu thereof “stock or a debt obliga-
tion”;

(C) by striking out “such debt obligation™ each place it
appears 1n the matter which follows clause gii) and inserting
in lieu thereof “such stock or debt obligation”; and

(D) by inserting “or (a)(3)” after “subsection (a)(2)”
each place it appears.

(m) CommERCIAL FINANCING.—
(1) Section 4920(a) is amended by inserting after paragraph
(5) the following new paragraph :
“(5A) CERTAIN COMMERCIAL FINANCING BRANCHES NOT TREATED
AS DOMESTIC CORPORATIONS.—The term ‘domestic corporation’
does not include a branch office of such a corporation located out-
side the United States if—

“(A) such corporation is ;Lrimarily engaged in the trade or
business of acquiring debt obligations (1) arising out of the
sale of tangib?a personal property produced, manufactured,
or assembled by one or more includible corporations in an
affiliated group (determined under section 48(c)(3)(C)
except that clause (i) of such section shall not apply) of
which such acquiring corporation is a member and (1i) aris-
ing out of the sale of tangible personal property received as
part or all of the consideration in sales of tangible personal
property described in clause (i) ;

“(B) such office is primarily engaged in the trade or busi-
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ness of acquiring debt obligations described in subparagraph
(A) which are rtzgagable exclusively in one or more currencies
other than United States currency;

“(C) such office was located outside the United States on
February 10, 1965, and was regularly engaged in the trade or
business of acquiring debt obligations described in subpara-
Era.ph (B) for a period of not less than 12 consecutive months

efore February 10, 1965;

“(D) such office maintains separate books and records rea-
sonably reflecting the assets and liabilities properly attribut-
able to such office; and

“(E) there is in effect an election that such branch office
be treated as a foreign corporation for purposes of this
chapter.

For purposes of this paragraph, a corporation or a branch office
shall be treated as prima.ril{ engaged in the trade or business
described in subparagraph (A) during the taxable year if at least
90 percent of the face amount of the debt obligations acquired by
such corporation or branch office during such taxable year consists
of debt obligations described in subparagraph (A) and if through-
out such taxable year such corporation or branch office is
exclusively en, in the trade or business of acquiring debt
obligations (whether or not described in subparagraph (A)) and
servicing debt obligations arising out of sales of tangible personal
property described in subparagraph (A). The election under
this pam%rsph shall be made by such corporation in accordance
with regulations prescribed by the Secretary or his delegate.. A
separate election may be made with respect to each branch office
of such corporation except that, for purposes of this paraE:a h,
all branch offices of such corporation located in a country s llpbe
treated as a single branch office. Such election shall be effective
as of February 10, 1965, and shall remain in effect until revoked
in accordance with such regulations. If, at any time, such cor-
poration ceases to meet the requirements of subparagraph (A),
all elections made by such corporation under this paragraph
shall be deemed revoked. If,at any time, a branch office (within
the meaning of this paragraph) ceases to meet the requirements
of subparagraph (BS) or (D), the election with respect to such
office shall thereupon be deemed revoked. When an election is
revoked, a new election under subparagraph (E) may be made
subject to such conditions and limitations as may be prescribed by
the Secretary or his delegate.”

(2) (A) Section 4920(a) (5) is amended by adding at the end
thereof the following new sentence: “A corporation or partner-
shiimaking an election under this paragraph or paragraph (5A)
with respect to a branch office located outside the United States
shall not, at any time, execute a certificate of American owner-
ship (within the meaning of section 4918) either with respect to
stock or a debt obligation of a foreign issuer or obligor held by
such branch office at the time the election is made with respect to
such branch office or with respect to stock or a debt obligation of
a foreign issuer or obligor acquired by such branch office while
the election with respect to such branch office is in effect.”
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(B) The amendment made by subparagraph (A)—
(1) insofar as it relates to elections made under section
4920(a) (3), shall apply to dispositions made after June 28,
1965; an
(iis insofar as it relates to elections made under section
4920(a) (5A), shall apply to dispositions made after Feb-
ruary 10, 1965.
(8) Section 4912(b) (2) (B) is amended—
(A) by striking out “section 4920(a) (5) (E)” and insert-
ing in liu:ix thereof “paragraph (5) or (5A) of section 4920
(a)”; an
(B) by inserting “(including, in the case of a transfer
to a branch office described in section 4920 (a) (5A), a transfer
made for consideration)” after “money or other property”
where it first appears.
(n) ForereN Srock Issues TreaTED As DoMEsTIC.—Section 4920 is
amended—
1) by striking out paragraph (8) of subsection (a)
2; by redesignating subsections (b) and (c) as subsections
(c) and (d), respectively, and

(3) by inserting after subsection (a) the following new sub-
section :

“(b) ForeieN Stock Issues TreaTEDp As DoMEsTIC.—

“(1) I~ cENERaL.—For purposes of this chapter, a foreign
corporation (other than a companﬁr registered under the Invest-
ment Company Act of 1940) shall not be considered a foreign
issuer with respect to any class of its stock if—

“(A) as of the corporation’s latest record date before
July 19, 1963, more than 65 percent of such class of stock
was held of record by United States persons, or

“(BI the class of stock had its principal market during
the calendar year 1962 on one or more national securities
exchanges registered with the Securities and Exchange Com-
mission, and, as of the corporation’s latest record date before
July 19, 1963, more than 50 percent of such class of stock
was held of record by United States persons.

“(2) Crass or stock DEFINED.—For purposes of this subsec-
tion, the term ‘class of stock’ means all shares of stock of a corpo-
ration issued and outstandinﬁ as of the corporation’s latest record
date before July 19, 1963, which are identical with respect to the
rights and interest such shares represent in the control, profits,
and assets of the corporation. Such term also includes additional
shares possessing rights and interests identical with the rights
and interests of ﬁmres described in the preceding sentence if such
additional shares shall have been—

“ gA) issued on or before November 10, 1964 ;
“(B) issued after November 10, 1964, pursuant to a written
commitment made by such corporation on or before such date;
“(C) issued after November 10, 1964, to a shareholder with
respect tti1 or in exchange solely for shares described in this
aragraph; or
4 “(D) I:iﬂs’ue«i after November 10, 1964, and if—
“(i) such corporation was actively engaged in a trade
or business on July 19,1963 ;
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“(ii) shares of such class were held of record by more
than 250 shareholders on the corporation’s latest record
date before July 19, 1963;

“(ii1) the percentage of shares of such class held of
record by United States persons as of the corporation’s
latest, record date before the issuance of such additional
shares is not, less than the percentage required to be held
by United States persons as of the latest record date
before July 19, 1968, i!;l o(r(;er for the class of stock to

ualify under pa aph (1);

“(iv) all sugh a (litl.;onal shares are shares which, if
acquired by United States persons at the time of original
issuance, would have been excluded from the tax imposed
by section 4911 by reason of section 4914(a) (6), 4916,
or 4917, or are shares exchanged in a reorganization
described in section 368(a) (1) (B) for shares of a domes-
tic corporation which was engaged in the active conduct
of a trade or business (other than as a dealer in securities)
immediately before the date of such exchange; and

“(v) at least 15 days before the date such additional
shares are issued (or, In the case of an issue occurring on
or before the 60th day after the date of the enactment
of this sentence, within such period as may be prescribed
by the Secretary or his delegate by regulations), the
issuing corporation files (in accordance with regulations
prescribed by the Secretary or his delegate) a notice of
intent to issue such shares.

For purposes of subparagraph (D), the issuance of an option or
similar right to acquire stock, or of any debt obligation convertible
into stock, shall be treated as the issuance of the stock which may
be obtained on the exercise of such option or similar right or the
conversion of such debt obligation.”

(0) ComMmeRrcIAL Bank Loans.—

(1) Paragraph (2) of the subsection of section 4931 redesig-
nated as subseetion (¢) by section 3(e) of this Act is amended by
striking out “(other than banks)” each place it appears and
inserting in lieu thereof “(other than United States persons
engaged in the commercial banking business and members of an
affiliated group (determined under section 48(c)(3)(C)) of
which sucﬁ a United States person is a member)”.

(2) The last sentence of section 4931(c) (as enacted on Sep-
tember 2, 1964) is amended by striking out “, except that, for
such purposes, the provisions of section 4918 shall not apply”.

(p) Depuctmeiuiry or InTeEREST EqQUaLizATION Tax.—

(1) Section 263(a) (3) is amended to read as follows:

“(3) Except as provided in subsection (d), any amount paid
as tax under section 4911 (relating to imposition of interest
equalization tax).”

(2) Section 263 is amended by adding at the end thereof the
following new subsection :

“(d) RermsurseMeNT oF INTEREST EqQUaLizATION Tax—The
deduction allowed by section 162(a) or 212 (whichever is appropriate)
shall include any amount paid or accrued in the taxable year or a
preceding taxable year as tax under section 4911 (relating to imposi-
tion of interest equalization tax) to the extent that anv amount attrib-
utable to the amount paid or accrued as tax is included in gross income
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for the taxable year. Under regulations prescribed by the Secretary
or his delegate, the preceding sentence shall not apply with respect
to any amount attributable to that part of the tax so paid or accrued
which is attributable to an amount for which a deduction has been
claimed for the taxable year or a preceding taxable year under section
171 (11(31::),#31’}%l to amortization of bond premium).’

3

e amendments made by this subsection shall apply to

taxable years ending after September 2, 1964.

in (gl)is

Errecrive Date—Except as otherwise specifically provided

section and in the amendments made by this section, such

amendments shall aﬁp}y with respect to acquisitions of stock and debt

obligations made a

er February 10, 1965. Executive Order 11198,

issued February 10, 1965, to the extent it is inconsistent with the amend-
ments made by this section, shall be deemed modified by such amend-

ments.

SEC. 5. PREEXISTING COMMITMENTS.

() Cerrary Comamrrments Existine oN or Brrore Jury 18,
1963.—Section 2(c) (2) (B) of the Interest Equalization Tax Act is
amended to read as follows:

“(B) asto which on or before July 18, 1963, the acquirin
United States person (or, in a case where 2 or marec%nit
States persons are making acquisitions as part of a single
transaction, a majority in interest of such persons) had taken
every action to signify apqrovu,] of the acquisition under the

rocedures ordinarily employed by such person (or persons)
n similar transactions, subject only to the execution of formal
documents evidencing the acquisition and to customary
closing conditions, and the acquiring United States person
(or persons)—

*(i) had sent or deposited for delivery to the foreign
person from whom the acquisition was made written
evidence of such approval in the form of a commitment
letter, memorandum of terms, draft purchase contract, or
other document setting forth, or referring to a document
sent by the foreifg'n %erson from whom the acquisition was
made which set forth, the principal terms of such acquisi-
tion, or

“(ii) had received from the foreign person from whom
the acquisition was made a memorandum of terms, draft
purchase contract, or other document setting forth, or
referring to a document sent by the acquiring United
States person (or persons) which set forth, the principal
terms of such acquisition ;”.

(b) Crrrain Desr OpLicATIONS OF ForMER LEss Deverorep Coun-
TRIES.—The tax imposed by section 4911 of the Internal Revenue Code
of 1954 shall not apply to the acquisition by a United States person
of a debt obligation issued by the government of a foreign country
which has been designated as an economically less developed country
under an Executive order of the President in effect for purposes of
the tax imposed by section 4911, but with respect to which such
designation has been terminated before the enactment of this Act, if,

rior to such acquisition, the Secretary of State has certified to the
retary of the Treasury or his delegate that—
(1) the government of such foreign country had, on or before
April 6, 1965, communicated to the United States Department of
State its intention to issue such debt obligation ;
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(2) the government of such foreign country had, on or before
April 6, 1965, commenced negotiations with United States persons
ative to the issuance of such debt obligation; and
oo e o8, (3) exemption from the tax imposed by section 4911 of the
. Internal Revenue Code of 1954 on the acquisition of such debt
obligation by a United States person is in the best interests of
the %nited tates.
SEC. 6. USE OF FOREIGN CURRENCIES OWNED BY THE UNITED
STATES.

(a) Under the direction of the President, the Secretary of the Treas-
ury shall periodically ascertain, by country, the amount of funds re-
auired by the United States Government to pay its obligations in

oreign countries, including obligations payable in foreign currencies,

(b) Every international agreement (other than an agreement
entered into pursuant to title I of the Agricultural Trade Development
and Assistance Act of 1954, as amended (Public Law 480, 83d Con-

ee 7oy gress)) hereafter entered into, or hereafter amended or extended, be-
1709. tween the United States and any foreign country under which cur-

rency of such country accrues or will accrue for the use of the United
States shall include provisions that such currency may be used for
PayiniUnited States obligations in such country which may be paid
in such currency, and if not needed for such ﬁvurpose may be used,
or converted to other foreign currencies or to dollars for use, in paying
United States obligations in any foreign country, in such amounts as
the Secretary of the Treasury considers necessary for the requirements
of the United States.

Mg b (c) The Secretary of the Treasury shall submit a report annually

mittees. to the Senate Committee on Finance and the House Committee on
Ways and Means which shows, by executive agencies and by countries,
(1) the expenditures in dollars and in foreign currencies made during
the preceding fiscal year in paying the obligations of the United States
in fgreign countries, (2) the amounts of foreign currencies available
{or the use of the United States at the close of such year, and (3) the
amounts of foreign currencies convertible to other foreign currencies
or to dollars at the close of such year. )

(d) This section shall terminate at the time when the tax imposed

by section 4911 of the Internal Revenue Code of 1954 terminates.

Approved October 9, 1965, 6:25 a.m.
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